This paper compares outcomes for borrowers who received face-to-face credit counseling with similarly situated consumers who opted for counseling via the telephone or Internet. Counseling outcomes are measured using consumer credit report attributes one or more years following the original counseling. The primary analysis uses data from a sample of 26,000 consumers who received credit counseling either in-person or via the telephone during 2003. A second sample of 12,000 clients counseled in 2005 and 2006 was provided by one of the agencies to examine Internet delivery. Technology-assisted delivery was found to generate outcomes no worse -and at some margins better -than face-to-face delivery of counseling services. JEL classification codes: D12, D14, L84
INTRODUCTION
This paper presents evidence on the comparative effectiveness of credit counseling delivery channels. As recently as the late 1990s, the conventional wisdom was that one-on-one counseling, conducted face-to-face, was the gold standard for effective delivery. Telephone counseling of borrowers -or other delivery channels that substituted technology for the face-toface experience -was considered a weaker substitute (Loonin and Plunkett, 2003) . But the growing demand from consumers for telephone delivery of credit counseling of all kinds has fueled an ongoing debate over the relative effectiveness of the delivery channel. The more recent introduction and popularity of Internet delivery has intensified the discussion of whether technology can provide an effective substitute for the traditional face-to-face experience.
As a recent example, the credit counseling and debtor education required for bankruptcy petitioners under the Bankruptcy Abuse Prevention and Consumer Protection Act of 2005 was originally framed to be delivered in-person. Practical limits on nationwide availability of faceto-face bankruptcy counseling led the Executive Office for the U.S. Trustees (EOUST) to approve agencies to do telephone and eventually Internet bankruptcy counseling. Consumers have clearly demonstrated an overwhelming preference for technology-assisted delivery of bankruptcy counseling (National Foundation for Credit Counseling, 2006) . Even more recently, practical concerns about how to handle overwhelming demand have driven decisions to approve technology-assisted mortgage foreclosure counseling, as the tidal wave of past-due mortgages overtook the ability of face-to-face providers to meet the needs of distressed consumers. But published evidence on the impact of these counseling delivery methods in any loan context is sparse.
Because in-person delivery is much more resource-intensive in requiring brick and mortar offices, evidence on the comparative effectiveness of technology-assisted delivery has important implications for public policy that would encourage widespread availability of counseling options for consumers throughout the country. A small body of empirical work has shown that credit counseling (Elliehausen, Lundquist, and Staten, 2007) and pre-purchase homeownership counseling (Hirad and Zorn, 2002; Hartarska and Gonzalez-Vega, 2005 ) can help to reduce future repayment problems for debtors. At least one study has found that clients who stay on counseling agency-administered debt repayment plans for more than 18 months reported improved financial management behaviors and fewer stressful events (Kim, Garman, and Sorhaindo, 2005) . But these and other prior studies of credit counseling effectiveness offer little insight as to which delivery method, if any, is associated with the largest benefit. Collins (2007) examined the impact of counseling delivery method (telephone vs. faceto-face) on consumer outcomes in the context of mortgage foreclosure counseling. He found that consumer ratings of the value of counseling rose and foreclosure frequency fell, the greater the time spent in counseling, but he found no clear impact of delivery channel.
Collectively, the existing studies suggest that counseling can help borrowers physically, emotionally, and economically, and that a longer exposure to counseling is associated with greater benefits. The following sections extend this research to examine the impact of the counseling delivery channel across two large samples of credit counseling clients who received budget/financial counseling (bankruptcy and mortgage foreclosure counseling sessions are excluded from the analysis). Many of the consumers in the study subsequently enrolled in an agency-administered debt management plan (DMP) to manage repayment of their unsecured debts, but the large majority of consumers who were sampled received financial counseling only (no DMP), and in some cases recommendations for legal and other assistance. The effectiveness of counseling is gauged by using credit bureau data to examine the credit profile of counseled clients at the time of the initial counseling session and at distinct points one or more years after counseling.
TECHNOLOGY-ASSISTED CREDIT COUNSELING
The credit counseling industry as we know it today was developed in the mid or late 1960s (Staten 2006) . In the early days of the industry, consumers who needed counseling assistance traveled by automobile or bus to a local agency office to meet face-to-face with a counselor and discuss their financial difficulties. Over the next four decades, the demands on consumers' time and the complexity of their lives steadily increased. Existing agencies and new entrants adapted their service models and expanded delivery options to remain available and relevant to consumers and better meet their schedules, learning styles, and preferences.
The first step (late 1960s through early 1990s) was the brick-and-mortar expansion of agency offices and branch locations to support a broader geographic reach of face-to face counseling availability. New entrants to the industry in the early 1990s introduced telephone counseling in order to rapidly expand capacity without major investments in brick-and-mortar offices. Consumer preferences for the convenience of telephone delivery spurred existing agencies to make similar investments in technology. By the end of the decade, most of the larger counseling agencies in the country offered telephone counseling as either an option to face-toface delivery or as their only delivery mechanism.
Telephone counseling made access to counseling services more convenient and served to safely expand service hours beyond traditional business hours, in some cases to 24 hours a day/7 days a week. Later, Internet counseling also catered to consumer preferences for 24/7 availability but offered a greater degree of anonymity for consumers and certain cost-saving efficiencies for agencies. Each service delivery method -face-to-face, telephone, and Internethas its own relative strengths and weaknesses. proposals to participate in a multiyear study of credit counseling effectiveness. A review committee consisting of representatives from American Express, the Consumer Federation of America, and Georgetown University evaluated the proposals and selected 10 finalists to participate in an empirical study of the effect of credit counseling on long-term borrower behavior. The finalists were those agencies that received high ratings in the subjective areas of evaluation (e.g., data capture ability; description of the quality of their programs; evidence of innovative programs). Site visits were conducted for each of the agency finalists and included opportunities to listen to ongoing counseling sessions and intake calls, either "live" or prerecorded in conjunction with each agency's quality assurance program. Among the resulting group of 10 agencies, some did telephone counseling exclusively, some specialized in face-toface counseling, and a few offered Internet delivery. By selection, all of the agency finalists demonstrated an emphasis on client education and identification of the cause of underlying financial problems. 1 An initial objective of the study was to use the experience of agencies that appear to be high-quality providers in order to see if, when done well, counseling effectiveness is influenced by delivery method. Each agency was asked to provide data for all consumers who received their first budget/financial counseling session during March and April of 2003. As a matter of practice, all of the agencies in the sample conducted initial client interviews lasting anywhere from 30 to 75 minutes. The interview collected detailed budget information as well as an inventory of assets and debts. Counselors also identified potential causes of the clients' financial problems. Options were discussed. The counselor's recommendation and a written action plan were part of the product delivered to the consumer. One option that was offered to many clients was enrollment in an agency-administered debt repayment program called a debt management plan (DMP). Consumers who were recommended for a DMP could choose not to enroll, but the DMP recommendation is a signal that the counselor thought that customer was qualified.
For this study, credit bureau information was used to construct several outcome measures of counseling effectiveness. Counseling has at least two objectives. Since clients almost always seek counseling assistance because they sense that they are in financial trouble, a primary goal is to provide advice and assistance to relieve the immediate problem and to lower the burden of debt. But a second and longer-term goal is to improve borrower awareness, planning, and budgeting skills to prevent overextension in the future. Decision assistance "triage" and education are intertwined in a good counseling session. An evaluation of the progress toward both goals requires some objective measures of credit usage and payment performance over an extended period following counseling. Credit report information provides such a measure.
For this project, one of the three major U.S. credit reporting agencies, Trans Union, LLC (TU), matched the client data provided by the counseling agencies from the counseling sessions in March-April 2003 to credit report data on each client drawn from the second quarters of 2002, 2003, 2005, and 2007 . This produced for each counseled client a credit bureau snapshot one year prior to counseling, at the time of counseling, and at points two and four years after the initial counseling.
The credit bureau provided a number of credit usage attributes for each individual. Of particular interest were two types of credit scores. Both scoring products are risk management tools that TU markets to creditors and other firms making credit-related decisions, including accept/reject, pricing, and credit line authorization decisions. One product reflects the risk of a serious delinquency on any account (equivalent in concept and roughly equivalent in scaling to the widely known FICO score product developed by Fair Isaac, Co.), while the second reflects the risk of bankruptcy. to remember that the sample is not a representative sample of all counseling clients industrywide. Consequently, the particular mix of delivery channels in the sample is greatly influenced by the business models of the participating agencies. Table 2 reports differences across the agencies in the recommendations that arose from the counseling session. Note that some agencies (e.g, Agency E and Agency J) did not capture much detail about the outcome of the counseling session, other than whether a DMP was offered.
The table displays large differences in the extent to which counseling resulted in a DMP being proposed. However, the far right-hand column in Table 2 shows that when one considers the percent of clients who actually started a DMP, the differences across agencies are much smaller, though still significant. interactive chat or telephone call-back following online input of information), we limit the following analysis to individuals who had an initial counseling session either over the phone or in person. In addition, the sample was restricted to individuals who had no record of a bankruptcy filing in their credit report at the time of counseling. In a subsequent section, we return to an evaluation of Internet counseling using data from a single agency.
Predictors of Choice of Delivery Channel
Counseling delivery is greatly driven by consumer preferences. Since counseling is voluntary and is offered in a competitive market environment, consumers generally choose the delivery option. Because some agencies specialize in a specific delivery channel and others offer a range of delivery methods, most consumers have a meaningful choice of delivery options because they have two or more counseling agencies from which to choose. But the choice of delivery channel could influence the observed outcomes in the years following counseling for reasons other than the effectiveness of the delivered counseling. If consumers who pick telephone delivery have different attitudes, motivation, and prior credit usage or risk profiles than consumers who pick in-person delivery, their post-counseling credit experience may look quite different.
While data on client attitudes are not available in this sample, the credit report data provide an opportunity to account for client risk profile at the time of counseling. This section examines whether such observable variables are associated with counseled clients' choice of delivery channel. For this analysis, the sample was restricted to consider only 25,997 clients of the five agencies that provided reasonably large samples of individuals counseled both by telephone and in person. 3 For these clients, their counseling agency offered a choice of delivery channels. Agency brand name, educational philosophy, and content would be the same regardless of the delivery channel choice made by the consumer. Table 4 reports the results of a probit analysis for clients of these five agencies. The probit model is specified to predict the probability that a client picks face-to-face delivery (with telephone delivery as the alternative). The table displays two columns of estimated coefficients:
The first column includes only variables from the credit report, and the second column includes credit report variables plus three additional variables derived from the counseling interview, including counselor experience (in months). The estimated coefficients on the independent variables indicate that individuals with the highest delinquency scores (i.e., lowest risk) are less likely to seek face-to-face counseling. With regard to other credit bureau variables, individuals with more accounts with positive balances and larger mortgage balances are more likely to choose face-to-face counseling, other things equal. Conversely, consumers with more bank cards and more unsecured debt tend to seek telephone counseling. Finally, counselors doing face-to-face delivery in this sample tended to be more experienced.
[Insert Table 4 about here]
An Analysis of Telephone Delivery vs. In-Person Delivery: Methods and Outcomes
The impact of delivery channel was determined for three distinct client credit outcomes:
bankruptcy incidence, and two general measures of creditworthiness in the form of a delinquency risk score and a bankruptcy risk score. The set of three outcomes is measured at two points in time -two years following the counseling (March, 2005) and four years following the counseling (March, 2007) .
Probit or ordinary least squares (OLS) models were estimated for the three credit outcomes, again using the subset of the full sample that included only clients from the five agencies that offered a choice of delivery channel. While the results of the restricted sample estimates are reported below, the same analysis conducted on the full sample of 10 agencies yielded substantially similar results. Table 5 [Insert Table 5 about here]
The estimated models include explanatory variables that capture more than a dozen items from the client's credit report at the time of counseling in 2003 (including risk scores). Also included are variables that reflect information gathered during the counseling interview, including delivery channel, counselor experience, and the counselor's recommendation, and whether a DMP was recommended and started.
Many of the variables are significant in the expected direction. For example, a higher client bankruptcy risk score in 2003 is associated with lower bankruptcy incidence during the years following counseling, as well as higher (better) risk scores both two and four years into the post-counseling period, other things equal. The number of revolving credit accounts (labeled "non-installment" in Table 5 ) with utilization rates greater than 50% (i.e., balances greater than 50% of the account credit limit) is positively associated with bankruptcy incidence and leads to lower credit scores in the years following counseling. A larger number of credit inquiries in the past six months (a sign of repeated applications for credit) yields a similar result. A larger number of accounts delinquent at the time of counseling increases the incidence of bankruptcy and reduces the level of the clients' risk scores two and four years later.
Additional information on the financial situation of the consumer seeking counseling is likely imbedded in the counselor's outcome recommendation. Insights gained through the counseling interview presumably convey at least some of the client's private information about financial circumstances that is not otherwise observable through credit report data. Presumably, that information would influence the counselor's recommended plan of action.
To see if such information is important, Table 5 includes "evaluation" variables that indicate the recommendation of the counselor. The counselor can recommend a DMP, refer the client to other agencies for legal or other assistance, or suggest that the individual can selfmanage the situation. We also include two additional variables indicating whether a DMP was actually started. One variable identified cases in which a DMP was recommended and started, and the second variable identified cases in which a DMP was not recommended but was started anyway (perhaps as a result of a subsequent change in the client's situation).
The counselor's recommendation does indeed convey information not otherwise observable through the credit report variables. Perhaps not surprisingly, individuals who are considered capable of self-management fare best in terms of a significantly lower incidence of a bankruptcy filing and higher risk scores (both bankruptcy and delinquency risk scores) in both 2005 and 2007 . At the other end of the spectrum, clients who are referred for legal assistance (e.g., bankruptcy) have the highest incidence of bankruptcy within the next two years and experience significantly lower risk scores two years later, compared with the rest of the sample.
Interestingly, clients for whom the counselor recommends a DMP, and who actually start payments on a plan, have a significantly lower incidence of bankruptcy and higher risk scores both two and four years later.
As for the impact of the counseling delivery channel, note that among individuals who otherwise appear identical in terms of credit bureau variables (i.e., controlling for credit bureau characteristics) and counselor recommendations, face-to-face clients have no statistically significant difference in delinquency risk scores four years after counseling, as compared with telephone counseling clients. In terms of bankruptcy incidence and subsequent bankruptcy risk, in-person clients fare worse than those who received telephone counseling (significantly higher bankruptcy incidence and lower bankruptcy risk score).
INTERNET VS. TELEPHONE VS. FACE-TO-FACE DELIVERY
One agency in the sample began Internet counseling as far back as 1999 and has made substantial investments in refining the channel since. Consumer Credit Counseling Service (CCCS) of Greater Atlanta maintains that effective counseling through any channel requires consumer engagement and interaction with a certified counselor. The agency has incorporated this interaction into their Internet counseling model with a two-step process -mandatory Live
Chat with a counselor throughout the online session and a secondary offline review by another counselor at the end of the process to ensure the initial recommendations and options address the client's issues.
Counseling via the Internet offers several benefits over telephone and face-to-face counseling that help to overcome consumer reluctance to participate in counseling. Discussions with counselors at CCCS-Atlanta revealed the following advantages to Internet counseling access:
Convenience: Consumers can access help from any location and at any time of the day, avoiding travel time and costs. But unique to Internet counseling, clients can start and stop their sessions as needed, and can always begin their counseling session immediately.
Organization: The stress of a financial crisis often results in poor record-keeping and/or limited awareness of many important financial details. CCCS-Atlanta found that in face-to-face meetings, clients often lacked the necessary information to complete their counseling session, which required them to follow up with their counselor at a later time. Online, clients can take as much time as they need to collect any required information.
Anonymity:
For consumers who may be hesitant to face another person or even to talk over the phone about their financial distress, the Internet offers them a greater degree of anonymity.
Learning Style: For visual learners, the agency's website and online counseling process is user- Of course, the above discussion is based solely on observing the average scores across delivery channels. Such average scores do not account for the possibility that, at the time of counseling, clients may differ in the potential for counseling to improve their credit scores and that this characteristic may not be randomly distributed in clients across delivery channels. Table 7 identifies demographic differences across clients by delivery channel. For example, individuals who choose Internet counseling tend to be younger, have a much higher monthly income, and report substantially greater holdings of both assets and unsecured debt, relative to clients counseled through the other two channels.
[Insert Table 6 about here]
[Insert Table 7 about here]
Next, the analysis used regression analysis to examine the relationship between delivery channel and subsequent risk scores. However, because 2005 was a year during which major changes to the federal bankruptcy laws were passed and enacted (changes that substantially altered incentives to file for personal bankruptcy or seek traditional credit counseling), the following discussion will address only those clients who received budget/financial counseling during 2006. Table 8 reports regression results that describe the impact of delivery channel on client delinquency risk scores, measured in the second quarter of 2007, about one year after the counseling experience. Table 9 reports similar estimates of the impact of delivery channel on bankruptcy risk scores, also measured one year after counseling.
[Insert Table 8 about here]
[Insert Table 9 about here]
In both tables, various regression model specifications allow for circumstances other than delivery channel to influence risk score changes. For example, in examining the factors that determine changes in scores during the year leading up to the counseling (column A in each table), the model uses several variables in addition to the delivery channel, including variables that identify homeownership, age, marital status, reported assets holdings, reported level of unsecured debt, reported net income, the client's credit score at the time of counseling, and the counselor's assessment of the client's financial condition as evidenced by the counselor's recommended action step. To account for a potential nonlinear relationship between the initial risk score and subsequent change in risk score, the model includes both the initial score and the squared value of the initial score.
For the regression models that examine the change in the risk scores in the year following counseling, the tables report several specifications that vary in the types of variables used to account for client characteristics. The simplest specification includes only the delivery channel (column B); the second specification adds variables indicating the counselor's recommendation (column C); the third specification includes various demographic variables (column D); the fourth specification includes all preceding variables plus the client's risk score at the time of the last counseling appointment, both its level and its squared value (column E); and the final specification includes all of the preceding plus the change in the level of the risk score over the year prior to the last counseling appointment (column F). Note that the excluded delivery channel is face-to-face delivery (i.e., the coefficients on the variables for Internet and telephone counseling indicate a change in the dependent variable relative to face-to-face delivery). The results indicate that, compared with face-to-face delivery, there is no statistically significant effect of either the Internet or the telephone delivery channel on subsequent changes in a client's risk score measured 12 months after counseling, other things equal. The same result was found for the impact of delivery channel on bankruptcy risks cores (Table 9 ).
CONCLUSIONS
Across several large samples of credit counseling clients, the analysis described above could find no evidence that technology-assisted counseling was associated with subsequent client credit profiles that were worse than those for consumers who received face-to-face counseling.
If we take post-counseling client creditworthiness -as measured by commercially available risk scoring products one or more years after the counseling -as an indicator of whether a credit counseling experience was helpful to a consumer, then the evidence suggests that both telephone and Internet counseling can be just as effective as face-to-face counseling.
Several caveats to these findings should be noted. First and foremost, because the sample of participating agencies was not selected to be representative of industry-wide practices, the results cannot necessarily be considered representative of the typical experience of counseled consumers nationwide. Instead, they reflect what is obtainable from a group of agencies that emphasize client education and identification of the underlying cause of financial problems. The fact that telephone counseling generated outcomes that were no worse -and at some margins better -than face-to-face delivery of counseling services suggests that, when done well, the two delivery channels can be equally effective.
The impact of delivery channel was determined on three separate indicators of postcounseling outcomes for consumers, measured up to four years after the initial counseling visit.
Two of these indicators (a commercially available bankruptcy risk score product; a commercially available new account delinquency risk score product) represent general measures of creditworthiness. In addition, the model examines the actual incidence of bankruptcy among the indicates that between two borrowers who are recommended for a DMP (i.e., borrowers for whom a DMP is both a workable option and the best option), the borrower who actually starts payments in a DMP fares significantly better on all outcome measures at two-year and four-year milestones after counseling. Perhaps there is some residual self-selection effect driving this result (e.g., borrowers who make a commitment to start a DMP are more motivated to repay than borrowers who do not -although both sets of borrowers were sufficiently motivated to take the step of seeking counseling in the first place). Alternatively, perhaps the DMP experience itself (e.g., budgeting to make regular DMP payments; continued interaction with and reinforcement from the counseling agency) generates the improvement in the outcome indicators. In other words, there may be "education" value in the DMP experience, an issue that has been hotly Total number of observations is 59,950. The "self manage" category includes what various agencies refer to as "client can handle," "choose to self-manage," or "self administer." "Not available" can be due to an incomplete session. Analysis was restricted to five agencies that offer significant counseling services by phone and in person and clients matched to credit bureau data two and four years later. Excluded from our analysis are individuals counseled using the internet. Not reported are variables indicating missing values for data obtained during the counseling session as well as agency-identifier variables. Only individuals who had no public record of bankruptcy filings in 2003 are included in the sample. Dummy variables indicating the agency were included. Analysis was restricted to five agencies that offer significant counseling services by phone and in person and clients matched to credit bureau data two and four years later. We exclude from our analysis individuals who were counseled using the Internet. Control variables for the individual agencies as well as variables indicating missing values for data obtained during the counseling session are included in the analysis but not reported.
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